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Status of the Central Bank in Norway 


At the conclusion of an address on the status of the 
central bank in constitutional and administrative law, 
Mr. Erik Brofoss, Governor of Norges Bank, said that 
to a large extent the autonomy of the central bank was 
more a question of its own ability to exert its influence 
than a matter of its formal constitutional status and 
position in administrative law. During the gold standard 
era from 1870 to 1914, one could have spoken of the 
independence of the central bank to the extent that it 
could, on its own judgment, determine the discount or 
bank rate. But according to the legislation under which 
the Bank of England worked, this instrument was used 
mechanically in Great Britain on the appearance of 
signs indicating that a movement of gold might develop, 
and autonomy in the use of the discount rate was still 
more limited for central banks in the smaller countries. 
They had to follow the lead of the big central banks, 
and particularly of the Bank of England, Norges Bank, 
for example, having, with few exceptions, slavishly 
followed the discount changes made by the Bank of 
England. 

With the abandonment of the gold standard in 1931, 
a reappraisal of the division of functions in the mone- 
tary policy field between the legislative authority and 
the central bank became necessary. There have been 
important structural and institutional changes, and 
governments in all countries have had to assume re- 
sponsibility for much more ambitious objectives of 
economic policy than before. To attain these objec- 
tives, a set of tools is required quite different from the 
simple instrument provided by the discount rate under 
the gold standard. The effects of these and other related 
developments upon the division of functions between 
the central bank and the political authorities have been 
settled ad hoc in most countries without any general 
overhaul of central bank legislation. 

Norges Bank is a public corporate body whose 
administrative authority is established by act of law. 
Norwegian constitutional law has no place for a nation- 
al bank independent of the state, though the constitu- 
tion imposes no limit on the right of the Storting to 
delegate to the Bank authority to take decisions. The 
general consensus of opinion in Norway is that, to the 
fullest possible extent, provisions which constitute 
substantive law should take the form of acts of law 
passed by the Storting. The Storting itself should 
exercise controlling influence over decisions which 
affect important aspects of the national economy or 


which concern the balancing of vital group interests. 
In many matters, indeed, the Storting will have to limit 
itself to debating general lines of principle, leaving the 
practical formulation and implementation to the ad- 
ministrative organs. If decisions involve matters of 
policy that can become the subject of political differ- 
ences of opinion, the generally most acceptable princi- 
ple is that delegation of authority should be first to the 
Government. Power to make day-to-day decisions 
within the limits of the guiding principles should, how- 
ever, be the prerogative of the central bank, which must 
also be responsible for the practical implementation of 
the regulations. 

In one important respect, Norges Bank occupies a 
special position, for it is prohibited from accommodat- 
ing the Government with advance payments, and there 
is general agreement that this prohibition should be 
preserved in any new central bank legislation. For 
loans to business and industry, for example, to the 
fisheries in Northern Norway against government guar- 
antee, it must be for the board of the central bank to 
decide in individual cases. However, it cannot disre- 
gard an “expression of the will of the Storting,” and it 
must consult with the Ministry of Finance on loans 
involving matters of principle, or where the evaluation 
of the collateral may be subject to doubt. It must also 
be the responsibility of the board of the central bank 
to establish the general principles for its loans to other 
banks, and to decide in individual cases on applications 
for rediscounting, or on grants of liquidity loans against 
security collateral. If liquidity loans can influence total 
liquidity in such a way as to entail a general credit 
expansion, a decision must be made in consultation with 
the Ministry of Finance. Day-to-day exchange rates 
must be fixed by the central bank’s administration. 
Even within the current margins, there is some maneu- 
verability in choosing between following sterling and 
following the dollar, and the policy to be adopted must 
be the subject of consultation between the Norges 
Bank and the Ministry of Commerce. The Exchange 
Council, on which are represented the Office of the 
Prime Minister, the Ministry of Foreign Affairs, the 
Ministry of Commerce, and the Norges Bank, is the 
proper forum for such discussions. 

If the central bank endeavors by selling securities to 
reduce liquidity and the volume of loans, its operations 
may affect interest rates. These transactions can also 
affect prospective government bond issues and budge- 
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tary appropriations for interest, and operations should 
be carried out after consultation in a joint committee 
of the Ministry of Finance and the Norges Bank, which 
would decide on the general principles to be followed, 
though the Norges Bank should do the actual buying 
and selling. 

Mr. Brofoss stated that if such monetary policy meas- 
ures as have developed in other countries in the last 
25 years were to be applied in Norway, it would fre- 
sumably be most in harmony with the principles of 
Norwegian parliamentarianism that in most cases au- 
thority should be vested in the Government, though 
the implementation of measures would naturally be the 
province of the central bank. Otherwise, one of the 
central bank’s main responsibilities is to act as adviser. 
It must have unreserved authority to present its views 
effectively to the political authorities and complete free- 
dom to make its views known and to advocate them in 
public debate. The Joint Consultative Council, estab- 
lished in 1951, with representatives of the Norges Bank, 


U.S. Development Loan Fund Agreements 

The signature of three Development Loan Fund 
agreements was announced during December. On 
December 14, it was agreed to lend $5.6 million to the 
Oriental Chemical Industry Co. Ltd., a private Korean 
firm, to assist the establishment in Korea of a soda 
ash plant and related plants. 

On December 17, it was agreed to lend $15 million 
to the Government of Yugoslavia to assist in building 
the initial stage of a hydroelectric project on the Tre- 
bisnjica River. This loan is repayable over 25 years, 
three quarters in Yugoslav currency and one quarter 
in U.S. dollars or other currencies generally transfer- 
able into the currencies of countries adhering to the 
European Monetary Agreement or any successor Euro- 
pean payments arrangement. 

On December 29, it was agreed to lend $5.3 million 
to the Bago Pulp and Paper Company, Inc., a private 
concern, to help finance a plant in the Philippines for 
making pulp and paper from bagasse, a by-product of 
the sugar industry. 

Sources: Development Loan Fund, Press Releases, 
Washington, D.C., December 14, 17, and 
29, 1959. 


Europe 


U.K. Reserves 

The United Kingdom’s gold and convertible cur- 
rency reserves fell by £85 million in December, and 
at the end of the month amounted to £977 million. 
This decline was largely the result of repayment of the 
equivalent of £66 million in capital and interest on 
North American loans, which are normally due at the 


the commercial and savings banks, insurance compa- 
nies, the Ministry of Finance, and the Bank Inspec- 
torate, has played an important role in the formulation 
of Norwegian monetary policy. In the deliberations of 
this Council, the Norges Bank has often found itself 
acting as a mediator and finding a solution which will 
reconcile the positions taken by the Ministry of Finance 
and by the private financial institutions. The de facto 
influence which has thus evolved exceeds by far the 
authority established by formal legislation. Agreement 
has been reached on changes in monetary policy which 
might have led to conflicts of principle had they been 
introduced by Acts of Parliament. The right to be 
asked for advice and to criticize publicly the decisions 
of the political authorities differentiates the central bank 
sharply from the public administration, which is sub- 
ject to the Government's instructional authority. 

Source: Norges Bank, Bulletin, Oslo, Norway, Decem- 

ber 1959. 


end of the year. When special items of this kind are 
excluded, reserves declined by a little under £20 mil- 
lion in both November and December. 


Source: The Times, 


1960. 


London, England, January 6, 


U.K. Industrial Capacity 

At the end of November 1959, a sample of compa- 
nies in the British metal-using industries told the 
National Institute of Economic and Social Research 
that on average they were producing 15 per cent less 
than their plant capacity, worked as they would reason- 
ably like to work it, would have allowed. A similar 
survey in July 1958, at the low point of the mild reces- 
sion of that year, based on a rather smaller sample, 
also produced an estimate of 15 per cent below capac- 
ity. According to both surveys, the achievement of 
100 per cent of “preferred capacity” would have 
required 7 per cent more employees and a 3 per cent 
increase in working hours. 

The Institute’s inquiry emphasized the patchiness, 
so far, of the boom in metal-using industries. Com- 
panies making cars, consumer durable goods, and the 
components for them were working to full capacity— 
though they were also beginning to spend heavily on 
new plant and expecting to go on increasing output in 
the next six months. Most other metal-using industries, 
taken together, had increased output only a little; they 
are working well below capacity, they do not expect 
output to rise much in the next six months, and they 
expect to invest no more in 1960 than in 1959. Much 
of the unused capacity in these less busy firms, how- 
ever, is “structurally” spare, and likely to remain so— 
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for example, in shipbuilding, aircraft, and some sec- 

tions of cable manufacturing. 

Source: The Economist, London, England, Decem- 
ber 19, 1959. 


Hire-Purchase Debt in United Kingdom 


The expansion of hire-purchase and other install- 
ment debt continued in the United Kingdom in Novem- 
ber, when it rose by £24 million, compared with 
increases of £23 million in October and £28 million 
in September. The total debt at the end of November 
is estimated at £831 million, an increase of £431 mil- 
lion since October 1958, when all hire-purchase restric- 
tions were finally lifted. Of the increase in November, 
about half was owed to finance houses, mostly for 
motor vehicles, and half directly to the household goods 
shops. 
Source: The Times, 
1960. 


New French Franc 

On January 1, 1960, the new currency unit, the “new 
franc,” equal to 100 old francs, became the only legal 
tender in Metropolitan France and the Departments of 
Algeria and Sahara (see this News Survey, Vol. XII, 
p. 175). The old coinage and notes remain in circula- 
tion, and will gradually be replaced by new coins and 
notes. As from January 1, all checks and post office 
transfers, etc., were to be made out in terms of the new 
currency unit. It has been reported that on January 5 
approximately 10 per cent of the checks sent to the 
banks and postal check offices were made out in error, 
but by and large the public is reported to be adjusting 
smoothly to the change. Companies are given a period 
of three years to revalue their balance sheets, and the 
leading banks have already taken the necessary steps 
for this purpose. 


London, England, January 6, 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 26, 1959; Le Monde, Paris, 
France, January 7, 1960. 


Reorganization of the Belgian Coal Industry 

On December 15 the Council of Ministers of the 
European Community for Coal and Steel approved 
emergency measures for speeding up the reorganization 
of the Belgian coal mines. The program submitted to 
the Council in July 1959 called for a reduction of 5.5 
million metric tons of annual capacity by the beginning 
of 1963. This deadline has now been advanced to 
mid-1961, and by May 1, 1960 the Belgian Govern- 
ment is to present plans to curtail annual capacity by 
an additional 4 million tons by the end of 1963. Move- 
ment of coal between Belgium and the other Commun- 
ity members will be temporarily restricted. If neces- 
sary, the High Authority of the ECCS will impose 
ceilings on production in unsubsidized Belgian mines 


similar to those placed on subsidized mines, and it is 
ready to consider the establishment of minimum prices 
in Belgium. Aid to miners thrown out of work, which 
according to the original plan was to terminate in Octo- 
ber 1959, will be extended until September 30, 1960. 
All of these problems will be examined by the Council 
of Ministers of the ECCS again in the second half of 
1960. 
Source: European Community for Coal and Steel, In- 
formation Office, Washington, D.C., Press 
Release, December 16, 1959. 


Swedish Foreign Trade 

The volume of Sweden’s exports in the first three 
quarters of 1959 was 8 per cent larger than in January- 
September 1958 and imports increased by 2 per cent, 
according to a survey by the Swedish Institute of 
Economic Research. In terms of value, exports rose by 
5 per cent while imports declined by 1 per cent. 

Detailed figures for exports in the first three quarters 
of 1959 show that the volume of shipments of forest 
products was considerably greater than in the same 
period in 1958; timber increased by 19 per cent, pulp 
by 16 per cent, and paper and board by 12 per cent. 
Iron ore exports rose by only | per cent, whereas steel 
and metal manufactures increased by 17 per cent. The 
volume of exports of machinery and instruments 
remained more or less unchanged, and exports of 
means of transport fell by 5 per cent. The entire 
decrease in the last group was due to ships; car exports 
exceeded those in the 1958 period. Agricultural exports 
decreased by 24 per cent. 

The volume of imports of machinery and instru- 
ments remained practically the same as in January- 
September 1958. Decreases were recorded for means 
of transport (15 per cent) and fuel (2 per cent). Iron 
and steel imports rose by 12 per cent, textiles and 
clothing by 7 per cent, and agricultural products by 
10 per cent. 

A comparison of the quarterly figures for 1958 and 
1959 shows that the volume of imports, after having 
been 9 per cent lower in the first quarter of 1959 than 
in January-March 1958, was 8 per cent greater thr 1 a 
year earlier in the second quarter and 9 per cent greater 
in the third. Exports increased over 1958 by 8 per 
cent in the first quarter, 11 per cent in the second 
quarter, but only 5 per cent in the third. 

Sweden’s terms of trade remained fairly stable 
throughout 1959, although for the year as a whole 
they were 2.6 per cent less favorable than in 1958. No 
major changes are expected in the terms of trade dur- 
ing the first half of 1960; export and import prices are 
likely to rise at about the same pace, following the 
general economic upswing. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, December 12, 1959. 
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Release of Blocked Funds in Finland 

The Bank of Finland recently decided to release any 
blocked funds which have been held without interrup- 
tion by a foreign national or corporate body since 
September 1, 1939 at the Bank of Finland or at a 
Finnish commercial or savings bank or a cooperative 
credit association. Subject to a maximum of Fmk 1 
million (US$3,125), these balances may now be trans- 
ferred to the country in which the holder resides. 
Apart from interest accrued on the balances, no sum 
credited after September 1, 1939 is eligible for transfer 
unless it derives from purchases of foreign exchange 
transferred to Finland and interest credited thereon. 
However, if the account holder has used his balances 
to purchase bonds of the issue recently authorized to 
facilitate the liquidation of blocked accounts (see this 
News Survey, Vol. XII, pp. 61 and 127), he may sell 
them at par plus accrued interest to the Bank of Fin- 
land, which will then transfer the funds to the bene- 
ficiary abroad. 
Source: Hufvudstadsbladet, Helsinki, Finland, Decem- 

ber 9, 1959. 


Spanish Government Budget 

The official Spanish biennial budget estimates for 
1960-61 foresee an annual surplus of about Pts 900 
million. Total annual government expenditure is set 
at Pts 64.8 billion and total 


annual revenue at 


Pts 65.7 billion. The estimate of expenditure is 13 per 
cent more than for 1958-59, and the estimate for rev- 
enue 37 per cent more. The estimated rise in revenue is 
due to the growth of the national economy, and also to 


the increases in indirect taxation introduced in 

July 1959 at the time of the stabilization program. 

Expenditure on current public services will be higher, 

but expenditure for investment purposes is scheduled to 

remain practically unchanged. 

Sources: Balance, Madrid, Spain, December 1, 1959; 
The Journal of Commerce, New York, N.Y.., 
December 29, 1959. 


Italian Exchange Reserves 

In 1959 Italy’s net official reserves of gold and con 
vertible currencies—net of official liabilities, such as 
the lira portion (equivalent to $202 million) of the 
Italian subscription to the International Monetary Fund 
—increased by about $1,000 million, to $3,060 million 
at the end of December. They increased throughout 
most of the year but remained relatively stable in the 
last quarter. In this period, the balance of payments 
continued to be favorable, but the resulting increase in 
foreign exchange was largely offset by the payment to 
the IMF of the lira part of the original quota ($135 
million) and by the increase in the IMF quota, which 


required an additional gold payment by Italy of $22.5 
million and a lira subscription of $67.5 million. 
Source: 24 Ore, Milan, Italy, January 1, 1960. 


German Monetary Pelicy 

The movement in German minimum reserve require- 
ments, which on October 22, 1959 were increased by 
10 per cent at the time of the increase in the discount 
rate from 3 per cent to 4 per cent (see this News 
Survey, Vol. XII, p. 145), was carried further on 
December 17, 1959, when the Deutsche Bundesbank 
decided to raise the minimum reserve requirements by 
another 10 per cent, effective January 1, 1960. Further- 
more, it was decided that any increases in the foreign 
liabilities of banks after November 30, 1959 which are 
subject to the reserve requirements would again, as they 
had been between April 1957 and April 1959 (see 
this News Survey, Vol. XI, p. 301), be charged with 
the maximum requirement permitted by law for each 
respective reserve category, viz., 30 per cent against 
increases in sight liabilities, 20 per cent against 
increases in time liabilities, and 10 per cent against 
increases in savings deposits. The purpose of these 
special reserve requirements is to check the inflow of 
foreign short-term money. It is estimated that the latest 
increase in reserve requirements will freeze about 
DM 850 million at the Bundesbank; by the two 
increases together, about DM 1.5 billion will have been 
neutralized since the beginning of November 1959. 


In an official explanation, the Bundesbank stated the 
purpose of these new measures to be to check, and if 
possible even to reverse, the increase in bank liquidity 
which seasonally occurs after the beginning of the new 
year, and thus to induce the banks to show some 
restraint in extending new credit. In addition to the 
seasonal additions to bank liquidity, it has been in- 
creased by the fact that, in recent months—contrary to 
the development in the first three quarters of 1959— 
the surpluses on goods and services have no longer 
been more than offset by deficits in the balances on 
donations and capital, since in general the export of 
short-term capital by German banks has ceased and 
the banks now again, to a large extent, sell to the 
Bundesbank any foreign exchange surpluses accruing 
to them. In recent months there has even been some 
repatriation of funds invested abroad, the amount 
repatriated by German banks in November 1959 
amounting to DM 397 million. The Bundesbank stated 
that the reintroduction of special reserve requirements 
against foreign liabilities showed that it is trying hard 
to counter the undesirable effects of its stricter mone- 
tary policy—which is, however, indispensable for 
domestic reasons in order to maintain the purchasing 
power of the deutsche mark—on the international 
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movements of short-term and long-term capital. By 
these measures only the inflow of foreign money can 
be checked; the Bundesbank cannot prevent short-term 
investments abroad by German banks from declining, 
and it is possible that genuine capital exports, inasmuch 
as they are not independent of domestic interest and 
liquidity considerations, may be detrimentally affected. 
Effective December 21, 1959, the Bundesbank raised 
the selling rates for money market securities, i.e., treas- 
ury bills, treasury bonds, and Storage Agency bills, by 
Ys per cent. The interest rates of such paper now 
range between 35% per cent and 4% per cent. 
Sources: Frankfurter Allgemeine Zeitung, Decem- 
ber 19, 1959, and Deutsche Bundesbank, 
Ausziige aus Presseartikeln, December 23, 
1959, and Monatsberichte, December 1959, 
Frankfurt am Main, Germany. 


Borrowing in Germany by the City of Oslo 

An agreement has been concluded by the City of 
Oslo with a German banking syndicate, under the lead- 
ership of the Deutsche Bank, Frankfurt, for a 5% 
per cent loan of DM 30 million. The loan was offered 
for public subscription from December 29, 1959, at a 
price of 96. Repayment is to be effected in ten install- 
ments of DM 3 million each, beginning January 1966. 
Payments of interest and amortization are to be made 
in deutsche mark, but a special option clause entitles 
holders of the loan to request payment of interest and 
amortization in U.S. dollars, computed at a fixed rate 
of DM 4.20 per U.S. dollar. The funds secured by the 
loan are to be used for the development of electric 
power production in the Oslo area. The tenders put 
out by the City of Oslo for its power development proj- 
ects will provide for German firms to compete on equal 
terms with those of other countries. The loan is the 
first to be taken up in Germany by any foreign city 
since 1913. 
Source: Handelsblatt, Diisseldorf, Germany, Decem- 

ber 23, 1959. 


Middle East 


Sudan Cotton Developments 


The entire 1958-59 cotton crop of the Sudan, 
amounting to 666,000 bales, and a carry-over of about 
265,000 bales from last season were completely sold 
by August 15, 1959, and the regular auctions of the 
Gezira Board were suspended for the rest of the season. 
Shipments up to November 27, 1959 amounted to 
889,000 bales, compared with 381,000 bales in the 
same period of 1958. The chief destinations were the 
United Kingdom 280,000 bales, India 130,000 bales, 
West Germany 110,000 bales, France 94,000 bales, 
Italy 84,000 bales, and the U.S.S.R. 33,000 bales. 


The value of cotton exports during the first three 
quarters of 1959 amounted to LSd 35.5 million, com- 
pared with LSd 23.5 million during the entire year 
1958. Aside from the large increase in quantity, cotton 
prices have improved sharply since March 1959, when 
they reached their lowest level. The price of Sudan 
Sakel Grade 5, for instance, improved by about 30 
per cent between March and December. 

There is as yet no official estimate of the 1959-60 
crop, which comes to market beginning February 1960. 
Progress reports, however, forecast higher yields per 
feddan from an area which has been expanded from 
853,722 feddans in 1958-59 to 912,668 feddans in the 
present year. The output of long staples, especially, is 
likely to be increased considerably. 

Source: Middle East Economic Digest, London, Eng- 
land, December 31, 1959. 


Libyan Petroleum Development 

The Libyan Petroleum Commission has approved 
the plan of ESSO Standard (Libya) to construct a 
pipeline from its oilfield to the Mediterranean, and a 
contract has been placed with a British firm to supply 
the pipes and equipment for the project. This is the 
first step toward the commercial exploitation of the 
recently discovered oilfields in Libya. At present, there 
are 16 wells whose exploitation is worthwhile com- 
mercially. The oil companies are reported to have 
spent at least £10 million in 1957, £20 million in 1958, 
and over £25 million in 1959 prospecting for oil in 
Libya. 
Source: Middle East Economic Digest, London, Eng- 

land, December 31, 1959. 


Oil Production in Saudi Arabia 


Saudi Arabian output of crude oil in December 1959 
averaged 1,209,642 barrels a day, 175,003 barrels 
more than in December 1958. Average crude produc- 
tion for the year was 1,095,399 barrels daily, 8 per 
cent more than in the previous year and the largest 
yearly increase since 1954. 

Source: The Journal of Commerce, New York, N.Y., 
January 12, 1960. 


Economic Trends in Israel 

The money supply in Israel increased during 1959 at 
a slower rate than in previous years, and since the 
increase was less than 15 per cent over a 12-month 
period, the Governor of the Bank of Israel was, for the 
first time since the establishment of the central bank, 
not obliged to issue a report on the increase in the 
means of payment. The increase was mainly attribut- 
able to an increase in foreign currency reserves. Credits 
to the public declined slightly, and credits to the Gov- 
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ernment, which had already fallen sharply in Decem- 
ber 1958, also declined. 

For the first time in many years the cost of living 
index showed no increase over a period of several 
months. No increment to the cost of living wage 
allowance has been paid since 1958, and under the 
existing collective wage agreement, no further rise can 
be considered until the beginning of 1960. 

In 1958, the decline in the deficit in Israel’s commod 
ity trade balance had been due largely to the decline in 
the value of imports which followed the fall in world 
commodity prices. The further improvement in the first 
half of 1959 was mainly the result of an expansion of 
exports, which during January-August rose by $121 
million, compared with $101 million in January- 
August 1958. Citrus products were still Israel’s major 
export, but the expansion in 1959 was in exports of 
industrial products, and especially of diamonds. Ex- 
ports of cement, vehicles, processed foods, tires, phar- 
maceutical goods, and plywood also increased, and 
exchange receipts from transport and tourism were 
greater than in the previous year. Israel’s economy is 
still highly dependent on extraneous and not necessarily 
constant influences, but if the trends observed in recent 
months should continue, they offer the basis for a 
gradual approach to a more orthodox economic struc- 
ture than has existed in past years. 


Source: Bank Leumi le-Israel B.M., Review of Eco- 
nomic Conditions in Israel, Tel-Aviv, Israel. 
November 1959. 


Far East 
U.S. Agricultural Commodity Agreement with India 


An agreement, supplementary to that announced on 
November 13 (see this News Survey, Vol. XII, p. 177), 
for financing the sale to India of $32.8 million worth 
of cotton—including certain transportation costs—or 
about 250,000 bales, for Indian rupees, was announced 
by the U.S. Department of Agriculture on January 8. 
The agreement was made under U.S. Public Law 480, 
and provides that 5 per cent of the rupees obtained 
from sales will be set aside for loans to U.S. and Indian 
private business firms by the Export-Import Bank of 
Washington. 

Source: Department of Agriculture, Press Release, 
Washington, D.C., January 8, 1960. 


Indo-Pakisian Barter Trade Agreement 

An agreement between India and Pakistan, providing 
for trade on a barter basis to the extent of Rs 20 mil- 
lion (US$4.2 million) on each side, was signed in 
Karachi on December 4, 1959. This is in addition to 
the normal trade under the existing agreement. The 
commodities to be exchanged have been divided into 


three categories. India will import cotton (worth Rs 10 
million), fruit (worth Rs 3 million), and other items 
(worth Rs 7 million), which include eggs and poultry, 
fresh vegetables, seeds, pearls, chrome, newsprint and 
other paper, books and periodicals, and gramophone 
records. Exports from India to Pakistan will comprise 
cement and bidi leaves (worth Rs 7 million), fruit 
(worth Rs 3 million), and other items (worth Rs 10 
million), which include potato seeds, conch shells, 
limestone, sandalwood, books and periodicals, gramo- 
phone records, wood and timber, crockery and glass- 
ware, light engineering goods and machinery, umbrella 
cloth and fittings, pharmaceutical drugs, and medicines. 
Trade will be carried on through private channels on 
the basis of self-balancing exchange, and payments will 
be made in nonconvertible Indian rupees. The agree- 
ment is valid for one year. 
Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, December 16, 1959. 


Rubber Export Duly in Ceylon 


In addition to the existing export duty of 20 Ceylon 
cents per pound, a license fee of 18 Ceylon cents per 
pound has been imposed on exports of rubber from 
Ceylon. This step was taken when a proposal to raise 
the export duty from 20 cents to 38 cents failed, as a 
result of the dissolution of Parliament, to obtain parlia- 
mentary sanction. 


Source: Ceylon News, Colombo, Decem- 


ber 24, 1959. 


Ceylon, 


Cambodia's Foreign Trade 


Cambodia's imports during the first half of 1959 
were valued at 940 million riels (against 1,545 million 
riels during the first half of 1958), and its exports at 
932 million riels (against 977 million riels in 1958). 
The decrease of about 40 per cent in the value of 
imports nearly eliminated the trade deficit, which 
amounted to only 8 million riels, against 568 million 
riels during the first half of 1958. 


The reduction of imports was most marked from 
Asian countries (48 per cent), with a reduction of 64 
per cent in imports from Japan. Imports from the 
United States fell by 46 per cent, and from the franc 
area by only 10 per cent. France was still Cambodia’s 
main supplier (41 per cent of total imports), followed 
by Hong Kong (16 per cent) and Japan (11 per cent). 
The United States supplied 8 per cent of Cambodia’s 
total imports. 

Imports of textiles fell in value by 55 per cent, of 
mineral products by 46 per cent (petroleum product 
imports diminished by 97 per cent), and of metals and 
metal products by 45 per cent, the reduction being 
especially severe for machinery, electrical equipment, 
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and cars and spare parts. Imports of foodstuffs dropped 
by only 3 per cent. Metals and metal products were 
again the most important import category, accounting 
for 32 per cent of the total, compared with 36 per cent 
in the first half of 1958; imports of foodstuffs amounted 
to 18 per cent of the total (against 11 per cent), of 
textiles to 13 per cent (against 18 per cent), and of 
mineral products to 7 per cent (against 8 per cent). 

The decline of 5 per cent in the total value of exports 
was mainly the result of a 25 per cent drop in the 
value of rice exports. However, exports to the United 
States increased by 41 per cent, and to the franc area 
by 29 per cent. Exports to Asian countries declined 
by 37 per cent, and exports to Malaya in particular by 
61 per cent. The franc area continued to be the most 
important purchaser of Cambodia’s exports, taking 41 
per cent of the total; 22 per cent of the total was 
purchased by the United States. 

Cambodia’s principal export products continue to be 
rice (47 per cent of the total), rubber (30 per cent), 
and corn (6 per cent). A 9 per cent increase in volume 
and a 16 per cent increase in prices raised the value 
of rubber exports. Corn exports were about the same 
as in the previous year, and exports of all other prod- 
ucts increased by 46 million riels, or by 41 per cent. 
Source: Banque Nationale du Cambodge, Bulletin 


Mensuel, Phném-Penh, Cambodia, Septem- 
ber 1959. 


Foreign Investment in China (Taiwan) 

After the revision of the foreign investment law, the 
Ministry of Economic Affairs made known on Decem- 
ber 29, 1959 a list of Taiwan industries which would 
offer good opportunities and returns for foreign invest- 
ment. Steel smelting was described as highly promising 
because of the need for steel during the Third Four- 
Year Economic Development Plan, which is to begin in 
1961, and of the availability of coke, electric power, 
and labor. Machine-building was rated as an industry 
that would develop rapidly. The Ministry particularly 
encouraged investments in the production of electronic 
and electric appliances; there are at present virtually no 
large manufacturers in Taiwan specializing in wireless 
communication equipment, storage batteries, air condi- 
tioners, or refrigerators. Although about 200,000 foun- 
tain pens are sold in Taiwan each year, there are no 
penmakers there. Investment in petroleum by-products 
and in dyes and pharmaceutical products were recom- 
mended as a profitable development in the chemical 
industry, and marine product processing and canning 
was also mentioned as offering good prospects. 

Some 30 private Japanese enterprises and 18 U.S. 
firms are reported to have made inquiries about invest- 
ment in Taiwan. An Economic Development and 


Investment Committee is to be established to provide 
liaison between private enterprises and government 
agencies and to furnish information and recommenda- 
tions. 


Source: Chinese News Service, Free China Weekly, 
New York, N.Y., January 5, 1960. 


Korean Exchange Auction Regulations 


The Korean Ministry of Commerce and Industry pro- 
poses that, as from January 1, 1960, priority in the 
auction of government-held dollars should be given to 
exporters who have good business records. Formerly, 
the auction was open to all who were registered under 
the Trade Law as qualified foreign traders. Officials 
believe that the new policy will help local exporters 
improve the efficiency of their business activities. It is 
intended that opportunities for purchasing dollars 
should be more extensive for exporters-importers 
than for producers (end-users), 80 per cent of any 
government-held exchange resources offered for auc- 
tion being available to exporters-importers and only 
the remaining 20 per cent to the end-users. 

Source: The Korean Republic, Seoul, Korea, Decem- 
ber 21, 1959. 


Tax Privileges for Foreign Investments in Korea 


The Reconstruction Committee of the Korean House 
of Representatives has reversed its previous stand on 
the bill to encourage foreign investment, according to 
which tax exemption was to be granted only during 
the construction of an enterprise and full tax levies 
were to be imposed as soon as an enterprise started 
operations. Provisions have now been inserted in the 
bill which will grant tax exemption or tax reductions 
to eligible foreign enterprises during the first eight years 
of their operation. By another amendment, the Recon- 
struction Minister will be given greater authority to 
set up a program of foreign investment. 

Source: The Korean Republic, Seoul, Korea, Decem- 
ber 8, 1959. 


Japan's Foreign Exchange Reserves 

Japan's official gold and foreign exchange reserves 
increased in December 1959 by $31 million, to $1,322 
million. The increase for 1959 as a whole was $461 
million, or 54 per cent. 


Source: The Journal of Commerce, New York, N.Y., 
January 7, 1960. 


Supplementary Budget in Japan 


In November 1959, the Japanese Diet adopted the 
second supplementary budget for the current fiscal 
year ending March 1960. Of the total ¥ 61 billion 
appropriated, ¥ 42 billion is intended for relief and 
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rehabilitation necessitated by typhoon damage; the 
remainder is for additional expenditures on education 
(¥ 11 billion) and for increased subsidies to local 
government authorities (¥ 8 billion). The money for 
meeting these expenditures will come principally from 
tax and nontax sources, the receipts from which are 
running ahead of original estimates because of the 
economic expansion that is taking place. A small part 
will be covered by savings on certain items of expendi- 
ture included in the original budget. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, Novem- 

ber 26, 1959. 


Treasury Bill Issue in Japan 

On December 25, the Japanese Ministry of Finance 
issued treasury bills in the amount of ¥ 10 billion for 
public subscription. This is the first issue of treasury 
bills in 11 years. The interest rate on these bills, which 
are redeemable in one month, has been fixed at 6.02 
per cent. 
Source: Bank of Tokyo, Weekly 
Japan, December 28, 1959. 


Review, Tokyo, 


Indonesian Rubber Production and Exports 

During the first nine months of 1959, Indonesia pro- 
duced 517,000 metric tons of rubber, which was 9.5 
per cent higher than the output in the corresponding 
period of 1958. Of this output, which was about a 
third of the total world natural rubber output during 
this period, 159,000 tons were estate rubber and 
358,000 tons smallholder rubber. During the period 
rubber exports totaled 
504,000 tons, compared with 407,000 tons in the first 
three quarters of 1958. The principal destinations of 
the exports, in order of importance, were the United 
Kingdom, the United States, Malaya-Singapore, Main- 
land China, the Federal Republic of Germany, and the 
U.S.S.R. No Indonesian rubber was exported to the 
Netherlands. 


under review, Indonesian 


Source: Embassy of Indonesia, Information Division, 
Washington, D.C., December 31, 1959. 


Other Countries 


Development Bank in Australia 

The Commonwealth Development Bank of Australia, 
whose establishment was authorized in connection with 
the reconstruction of the Commonwealth Bank of Aus- 
tralia under legislation passed in 1959 (see this News 
Survey, Vol. XI, p. 386), will begin operations on 
January 14. Its main function will be the provision of 
finance for primary production and industrial under- 
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takings, particularly smaller businesses. The bank will 
take over the business of the Industrial Finance and 
Mortgage Bank Departments of the present Common- 
weaith Bank. 

The Chairman of the Commonwealth Banking Cor- 
poration, of which the Commonwealth Development 
Bank is a part, said that the Development Bank would 
provide finance where it would not otherwise be avail- 
able on reasonable and suitable terms. Except in spe- 
cial circumstances, the Bank would not approve appli- 
cations for loans that had no development features and 
which merely involved a change of ownership assets. 
Source: The Financial Times, 

December 30, 1959. 


London, England, 


Gold Production in South Africa 

Gold production in South African mines reached a 
new record, 1,752,492 fine ounces, in October 1959, 
Although the value of gold was declared at 6d. an ounce 
less than in September, as a result of the strength of 
sterling, the aggregate value also increased slightly, to 
£21.9 million. The estimate for 1959 as a whole is 
20,066,753 ounces, 13 per cent more than in 1958. 
There has been a considerable increase in tonnage 
milled, but the yield per ton also increased, from 5.2 
dwts. in January-September 1958 to 5.5 dwts. in 
January-September 1959. For the first time in many 
years working costs per ton of ore milled have fallen, 
the average for the first nine months of 1958 being 
46s. 7d., and for 1959, 45s. 2d. Further increases of 
output are expected in 1960, for many of the newer 
mines are still expanding their milling capacity, and in 
some cases substantially. 
Bank D.C.O., Overseas Review, 
December 1959, and The Financial Times, 
January 8, 1960, London, England. 


Sources: Barclays 
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